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Total debt obligation for City of Bellaire secured by property taxes:

$116,440,000
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City of Bellaire

City Manager’s Office

To: Honorable Mayor and Members of the City Council
e
From: Brant Gary, Assistant City Manager e:'f%'zr-;"?jfﬁz )
Date: July 17,2019
Subject: Fiscal Year 2021 Budget: Work Smarter; Not Just Harder

Work Smarter; Not Just Harder

Thank you for the opportunity to present the FY 2021 Proposed Budget. This has been an unusual year of
adjustment and transition. I'm pleased with the work of the staff team to maintain quality and responsive
services during the pandemic. The development of the fiscal forecast and proposed budget is no small part
of that ongoing work effort.

As mentioned in prior budget messages, reality has a way of upending the best laid plans. This year is no
exception. We could have never predicted a pandemic that halted the economy and changed the way we
do business, some changes for the better. The pandemic has certainly put our first responders, essential
workers, and community to the test. We have come together to work through these challenging times in
the past few months and we must look forward to the uncertain future with hope for recovery in our hearts.

We could have never predicted some of the challenges, changes and accomplishments we encountered
this past year:

e  Worldwide pandemic

e Open ended activation of the EOC

e Moving many city services online

Working from home

Creation of the Master Drainage Concept Plan webpage and engagement platform
Hiring of a new Assistant City Manager

The resignations of the City Manager and Assistant Director of Development Services
e Appointment of an Interim City Manager

We need to focus on stability, transparency and stewardship and the City organization’s role in establishing
and maintaining a solid plan to continue moving forward. Focusing on what matters is especially important
in the aftermath of the pandemic and the major organizational changes that have occurred during FY 2020.
With the future fiscal uncertainty including reduced revenues from the tax base and fees, we are working
hard to improve efficiencies throughout the organization and reduce expenses. We have moved many
services that had traditionally been transacted in person online and will continue to move in that direction
while striving to provide excellent customer service to our residents and business community.



Council Direction So Far

Thank you for the input and direction provided so far this year. In a more normal year, Council would have
had more time, and a more conducive format, for discussing the Comprehensive Plan and Council Priorities
in the context of spending and affordability. Given the circumstances, the direction Council provided
during the June 8 workshop, conducted telephonically, is especially appreciated and helpful.

Our budget themes align with the Council direction provided so far. In summary, that direction is to prepare
a budget plan consistent with the following objectives:

e No new property tax revenues from existing property
No reductions in service delivery

Find efficiencies and reduce expenses

e Resolve issues during budget workshops

The Results of Council Direction

Thank you for the attention you provided during my report on July 6 in which | overviewed our approach
to the presentation and review of the proposed FY 2021 budget. The entire staff team is committed to
following Council direction, being transparent, seeking consensus, being good stewards of the community’s
resources, and acting in accordance with the City’s Comprehensive Financial Management Policies.

Following those directives results in revised fiscal forecasts that project favorable outcomes. For the
general fund and enterprise fund, we are structurally balanced for each forecasted year, and we are very
close to maintaining reserves to the policy-required level for the forecast period.

City departments have done a responsible job of scrubbing their budgets and presenting budget proposals
within affordability targets provided to them. As a result of their work, | am able to propose a General Fund
spending reduction of 2 percent. | am therefore also able to recommend the tax rate remain unchanged
from the current nominal rate of $0.4473. This proposed rate is actually less than the “no new revenue”
tax rate established as an objective by Council during the June 8 budget workshop.

We have not yet received the certified tax roll, but preliminary information from the Harris County
Appraisal District is that the Assessed Taxable Value for Bellaire will be reduced 1.58 percent for the FY 21
budget year. The decision to keep the nominal tax rate the same will mean a reduction of operations and
maintenance revenue of approximately $226,000. Of course, keeping the tax rate constant also means
that the difference from last year in individual Bellaire tax bills is entirely a function of individual appraisals.

No change in water and wastewater rates is recommended. | am recommending an increase in enterprise
fund expenses of less than one percent.

As we have not received formal direction for a bond sale, there is no change needed to the debt service tax
rate. A bond sale is anticipated for August 2021. However, that sale would only be needed should there
be an opportunity for participation in regional drainage projects or if projects identified in the Master
Drainage Concept Plan become ready for design.



FY 2021 Management Projects

City Staff has outlined several potential Management Projects for FY 2021. These projects are being
proposed to improve efficiencies and identify potential cost savings within the organization. These projects
are intended to work together with City Council direction and priorities for the upcoming year. Adherence
to sound fiscal policies will be important in the future as our future revenue picture becomes tighter and
the cost of doing business continues to rise.

As part of these anticipated FY 2021 Management Projects, we are creating a new webpage to be published
in FY 2021 on the City’s website that makes it easier to find information regarding the City’s finances,
debtmanagement, economic development, procurement and pensions. Implementation of the Technology
Planwill be an important aspect of improving our ability to connect and engage in this regard.

Personnel and Compensation

The proposed budget assumes the elimination of three positions in the General Fund. These positions have
been described to Council previously: Building Official (position filled contractually) Project Manager
(currently vacant) and Human Resources Specialist (currently filled).

The proposed budget assumes a 5 percent increase in health care costs to the City. Currently, our health
benefits consultant is forecasting a 13.6 percent increase. We will work to lower the amount of the
increase. Increased costs not covered by the City would be passed on to city employees.

The proposed budget includes no step increase or cost of living increase at this time.

Next Steps

During my July 20™" presentation, | will provide additional information on potential budget considerations,
including:

e The cost of a cost of living increase for city employees

e Carryover funding from projects not completed in FY 20 (such as a Citizen Survey)
e The impact of CARES act revenues (not included in the proposed budget)

e Additional police staffing

We will also provide a schedule for your review of future workshops. The subject of each workshop may
be driven by Council questions and focus areas, and the potential budget considerations described above.

Acknowledgements

Thank you to the Finance Budget Team (Terrence Beaman, Jim Harrison, Kristine Mineman, and Todd Gross)
and all of the departments for their hard work in putting this budget document together.



City of Bellaire

Budget Overview
FY 2021

Budget Comparison — Revenues — Operating Funds

The following table presents the budgeted revenues for the General Fund, Enterprise Fund, and
Debt Service Fund for fiscal year 2018 through fiscal year 2021. The General Fund revenues
include transfers from the Enterprise Fund of $624,000 in each fiscal year presented. The Debt
Service Fund revenues include transfers from the Enterprise Fund of $1,750,436 in fiscal year
2018, $1,965,267 in fiscal year 2019, $2,145,813 in fiscal year 2020, and $2,207,141 in fiscal year
2021.

Amounts shown in millions. General Enterprise Debt Service

FY 2018 Adopted Budget l $20.78 l $8.93

General Fund Budgeted Revenue - $21.19 Million

Property tax is the General Fund’s largest revenue source (65%), followed by sales tax (12%), and
franchise fees (6%), and permits (6%).
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